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Attorneys for Plaintiffs
IN THE TfflRD JUDICIAL DISTRICT COURT OF SALT LAKE COUNTY
STATE OF UTAH
RONALD M. BOYLE, et al.,
Civil No. C-87-5818
(Judge David Young)

Plaintiffs,
vs.
V. STANLEY BENFELL, et al.,
Defendants.

FOURTH AMENDED COMPLAINT

The above-named Plaintiffs complain of Defendants and seeks relief as
follows:
JURISDICTION AND VENUE
1.

Jurisdiction and venue are proper in that the Defendants are

either residents of, and/or the cause of action arose in, Salt Lake County, State of
Utah.

PARTIES
2.

All

of

the

Plaintiffs,

except

Arrowhead

Village

General

Partnership, Park Avenue General Partnership, and Plantation Oaks General
Partnership

(the

"Individual

Plaintiffs11),

have

invested in CFS Financial

Corporation ("CFS"), its subsidiaries, or related partnerships managed, controlled
or owned by CFS. Specifically, the individual Plaintiffs have made the following
investments in CFS, its subsidiaries and related partnerships managed, controlled
or owned by CFS.
a.

Ronald M. Boyle, M.D. invested: (i) $104,220.00 as a limited

partner in Donaree village, Ltd. Partnership; (ii) $13,425.00 as a general partner in
Geothermal Partners I General Partnership; (iii) $70,000.00 as a general partner in
Lake Park General Partnership; (iv) $29,500.00 as a general partner in Montana
Minerals General Partnership; (v) $108, 135.00 as a general partner in Park Avenue
General Partnership; (vi) $48,625.00 as a general partner in Pelham Place General
Partnership; (vii) $35,600.00 as a general partner in Plantation Oaks General
Partnership; and, (viii) $46,100.00 as a general partner in Rolling Creek General
Partnership. On behalf of the Ronald M. Boyle, M.D. Keogh Plan, Lincoln Trust
Company invested $50,000.00 in the Elmwood Apartments Limited Partnership in
return for a promissory note.

On behalf of the Ronald M. Boyle, M.D. P.C.

Pension Trust Defined Contribution Plan, Ronald M. Boyle, M.D., Trustee,
invested: (i) $15,000.00 as a limited partner in CFS Medical Equipment I Limited
Partnership and (ii) $30,000.00 in Projects Funding II General Partnership in return
for a promissory note.
b.

David M. Collins, M.D. and Karen Johnson, M.D. invested:

(i) $26,500.00, of which amount $2,473.00 has been returned, as limited partners in
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COG I Limited Partnership; (ii) $26,250.00, of which amount $1,274.00 has been
returned, as limited partners in COG II Limited Partnership; (iii) $25,000.00, as
limited partners in COG III Limited Partnership; (iv) $45,000.00 as limited
partners in Marquise Aviation Ltd.; (v) $52,065.00 as general partners in Park
Avenue General Partnership; and (vi) $46,100.00 as general partners in Rolling
Creek General Partnership.

As trustees for the Collins and Johnson Defined

Benefit Trust, David M. Collins and Karen Johnson invested (i) $163,800.00 as a
general partner in Hidden Valley General Partnership; (ii) $30,000.00, of which
amount $25,714.28 has been returned, in Princeton Square Limited Partnership;
and (iii) $20,000.00, of which amount $2,986.00 has been returned, in return for a
note payable by Projects (a/k/a Investments) Funding I Partnership.
c.

John W. Emmett, M.D. invested: (i) $87,737.00 as a general

partner in Arrowhead Village General Partnership; and, (ii) $26,700.00 as a general
partner in Plantation Oaks General Partnership.

On behalf of the John W.

Emmett, M.D. Keogh Plan, John W. Emmett, M.D. invested: (i) $19,000.00 in CFS
Westchase Village Limited Partnership, and (ii) $17,000.00 in SNA Working Fund I
Limited Partnership.
d.

On behalf of Logan Radiology Associates, Inc. Retirement

Trust, John W. Emmett, M.D. and James T. Shaw, M.D., Trustees, invested: (i)
$15,000.00 in return for a CFS bond Series A-VI issued by CFS to raise capital for
Broadway Enterprises; (ii) $50,000.00 as a participant in a loan to Broadway
Enterprises, reflected by an assignment of an undivided percentage interest in a
promissory note; (iii) $2,969.00 as a limited partner in CFS Lamplighter; (iv)
$15,000.00 as a limited partner in CFS Sizzler Partnership; (v) $15,000.00 in return
for a CFS bond Series A-II issued by CFS to raise capital for Memorial Way
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General Partnership; (vi) $50,000.00 as a limited partners in Projects Funding III
Ltd.; (vii) $50,000.00 as a limited partner in SNA Working Fund I Limited
Partnership; and, (viii) $60,000.00 as a limited partner in Working Fund I.
e.

L. Keith Gates and Robert L. Jensen, trustees for the Gates,

Jensen and Warren, Inc. Employee Retirement Plan, invested: (i) $50,000.00 in
return for a CFS bond Series A-II, issued by CFS to raise capital for Memorial Way
General Partnership; (ii) $50,000.00 as a limited partner in SNA Working Fund I,
Ltd.; (iii) $40,000.00 as a participant in a loan to CFS Artistic Printing reflected
by an assignment of an undivided percentage interest in a promissory note; (iv)
$30,000.00 as a participant in a loan to Stonecreek Condominium, reflected by an
assignment of an undivided percentage interest in a promissory note; and (v)
$30,000.00 in return for a CFS bond Series A-VT issued by CFS to raise capital for
Broadway Enterprises.
f.

Steven V. Hodson invested:

(i) $30,000.00 as a limited

partner in CFS Medical Equipment I, Ltd.; (ii) $75,000.00 in return for a Class A
note issued by CFS Northwest Minerals, Ltd.; (iii) $26,250.00 as a limited partner
in COG III, Ltd.; (v) $82,650.00 as a limited partner in Courts of Keegans Glen II,
Ltd.; and, (vi) $111,940.00 in return for a note issued by Hydroelectric Associates,
Ltd.
g.

Robert L. Jensen, M.D. invested: (i) $28,150.00 as a general

partner in Arrowhead Village General Partnership; and, (ii) $8,000.00 as a limited
partner in Lake Park Limited Partnership.
h.

Dr. Robert L. Jensen, M.D. and Peggy Ann Jensen invested

$38,850.00 as a limited partner in CFS Oracle Gardens, Ltd.
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i.

Nanette G. Nelson invested $13,125.00 as a limited partner

j.

Joseph H. Nelson, M.D. invested: (i) $58,000.00 as a limited

in COG I, Ltd.

partner in CFS Fox River, Ltd.; (ii) $30,000.00, of which amount $7,202.00 has
been returned, as a limited partner in CFS Medical Equipment I, Ltd.; (iii)
$35,000.00, of which amount $2,250.00 has been returned, as a limited partner in
CFS Park North, Ltd.; (iv) $25,000.00, of which amount $198.00 has been returned,
as a limited partner in COG III, Ltd; (v) $55,100.00 as a limited partner in Courts
of Keegans Glen II, Ltd; (vi) $13,425.00 as a general partner in Geothermal
Partners I General Partnership; (vii) $40,050.00 as a general partner in Park
Avenue General Partnership; (viii) $26,700.00 as a general partner in Plantation
Oaks General Partnership; (ix) $20,000.00 as a limited partner in Projects Funding
III Limited Partnership; and, (x) $43,810.00 as a limited partner in Tregony East,
Ltd. On behalf of the Joseph H. Nelson Keogh Plan, Joseph H. Nelson invested:
(i) $56,636.00 as a participant in a loan to Broadway Enterprises, reflected by an
assignment of an undivided percentage interest in a promissory note; (ii)
$18,000.00 in return for a note payable by Projects (a/k/a Investments) Funding I
Partnership.

As trustee of the J. H. Nelson P.C. Defined Benefit Plan, or the

J. H. Nelson P.C. Defined Contribution Plan, Joseph H. Nelson, M.D. invested:
($35,000.00, of which amount $4,841.00 has been returned, in return for a note
payable by CFS Fox River Limited Partnership; (ii) $31,000.00, of which amount
$3,952.00 has been returned, in return for a Class A note issued by CFS Northwest
Minerals Limited Partnership; (iii) $44,776.00, of which amount $5,502.00 has been
returned, in return for a note payable by Hydroelectric Associates Limited
Partnership; (iv) $50,000.00, of which amount $5,000.00 has been returned, in
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return for a promissory note payable by Lexington Apartments Ltd.; (v) $40,000.00
in return for a promissory note payable by Princeton Square, Ltd.; (vi) $40,000.00
in SNA Working Fund I Limited Partnership.
k.

K. David Perkins, M.D. has invested:

(i) $73,040.00 as a

general partner in Arrowhead Village General Partnership; (ii) $46,500.00 as a
general partner in Hampton Forest General Partnership; (iii) $45,000.00 as a
general partner in Memorial Way General Partnership. As trustee for Pathology
Consulting Services Retirement Trust, K. David Perkins, M.D. invested:

(i)

$47,500.00, of which amount $16,083.00 has been returned, as a participant in a
loan to Broadway Enterprises, reflected by an assignment of an undivided
percentage interest in a promissory note; (ii) $20,000.00 in return for a CFS bond
series A-II issued by CFS to raise capital for Memorial Way General Partnership;
and (iii) $40,000.00 in SNA Working Fund I Limited Partnership.
1.

James T. Shaw and Pauline L. Shaw invested: (i) $87,737.00

as general partners in Arrowhead Village General Partnership; (ii) $26,700.00 as
general partners in Plantation Oaks General Partnership.
3.

Steven F. Christensen, V. Stanley Benfell, Richard W. James,

Thomas H. Moore, Jr., J. Gary Sheets, David M. Frederick, Warren S. Inouye and
Craig Wentz were, and/or are, directors, officers and control persons of CFS, its
subsidiaries and the partnerships in which individual plaintiffs have invested.
Hereinafter, V. Stanley Benfell, Richard W. James, Thomas H. Moore, Jr., J. Gary
Sheets, David M. Frederick, Warren S. Inouye and Craig Wentz will be collectively
referred to as the "individual defendants."
4.

Plaintiffs Arrowhead Village General Partnership ("Arrowhead"),

Park Avenue General Partnership ("Park Avenue"), and Plantation Oaks General
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Partnership ("Plantation Oaks"), are general partnerships which were controlled by
CFS or its related entities, Steven F. Christensen and the individual defendants.
CLAIM FOR RELIEF
Count I
(Negligence and Breach of Fiduciary Duty)
Under Count I, Plaintiffs complain against Steven F. Christensen and
the individual defendants and allege as follows:
5.

Plaintiffs invested in or loaned substantial amounts to one or more

general partnership, limited partnerships

or corporations (collectively,

the

"Projects"), which were controlled, managed and/or owned by CFS, Steven F.
Christensen and the individual defendants.

The general partners or managing

general partners of the general partnerships and limited partnerships were CFS,
CFS subsidiaries or Steven F. Christensen.

The investments by the individual

plaintiffs were made as described in paragraph no. 2 hereinabove.

Plaintiffs

Arrowhead, Park Avenue, and Plantation Oaks invested in and loaned funds to CFS
and/or subsidiaries of

CFS.

The Plaintiffs 1 investments and loans were

effectuated as follows:
a.

Investing in or lending funds to CFS or one of its subsidiaries

pursuant to a loan participation agreement, bond, indenture or promissory note;
b.

Investing, by the purchase of general partnership interests,

in general partnerships in which (i) one or more of the general partners was Steven
F. Christensen and the individual defendants or (ii) one or more of the general
partners was a corporation or corporations in which Steven F. Christensen and the
individual defendants were officers and directors ("Corporate Affiliates").
c.

Investing, by the purchase of limited partnership interests,

in limited partnerships in which (i) Steven F. Christensen and the individual
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defendants were general partners, or (ii) Corporate Affiliates were general
partners.
6.

At the times each Plaintiff invested in the Projects or lent funds

to CFS or its subsidiaries, Steven F. Christensen and the individual defendants
were officers, directors, and/or shareholders of CFS and one or more of the
following wholly-owned subsidiaries of CFS: CFS Petroleum Resources, Inc., CFS
Aviation, Inc., CFS Properties, Inc., CFS Resources, Inc., CFS Geothermal
Resources,

Inc.,

and

CFS

Minerals

Development,

Inc.

("Wholly-Owned

Subsidiaries").
7.

All of the funds invested by the individual plaintiffs to the

Projects were solicited by employees, agents or persons affiliated with CFS
through the use of written solicitation materials, private placement memoranda,
offering circulars, and/or prospectuses (collectively "Offering Circulars") which,
among other things, (i) stated the intended purpose of the investment, (ii)
contained financial information respecting the investment, and (iii) set forth
erroneous representations regarding the financial condition of CFS, the Corporate
Affiliates, Steven F. Christensen and the individual defendants.
8.

As directors and/or officers of~CFS and its Wholly-Owned

Subsidiaries, and as managers, general partners and/or control persons of the
Projects, Steven F. Christensen and the individual defendants owed a duty to the
plaintiffs to (i) administer and manage the affairs of said corporations and
partnerships by exercising ordinary and reasonable care, skill and diligence, and
(ii) exercise reasonable care, skill and diligence in making representations to
plaintiffs

concerning

the

activities

and financial

condition of

CFS, its

Wholly-Owned Subsidiaries, the Projects, Steven F. Christensen and the individual
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defendants, and owed a fiduciary duty to plaintiffs and were bound to exercise the
utmost good faith, loyalty and honesty towards plaintiffs.
9.

Defendants Warren A* Inouye and Craig Wentz, as licensed

lawyers, also owed duties to CFS and CFS subsidiaries to exercise ordinary care,
skill and diligence in rendering legal advice with respect to the Projects, both as
to representations made to plaintiffs about the Projects and as to the operation of
the Projects, including such matters as the propriety of loans between Projects.
10.

Plaintiffs are proper parties to bring an action against Defendants

since the representations were made to induce their participation in the Projects
and their investments were damaged by the mismanagement of the Projects.
11.

The individual plaintiffs

invested funds in the Projects, as

described in paragraph no. 2 hereinabove, in reliance upon the erroneous financial
statements of CFS and on the expectation that Steven F. Christensen and the
individual defendants would exercise ordinary care, skill and diligence in their
capacities as officers, directors, managers, control persons or general partners of
CFS, its subsidiaries, and the Projects.
12.

In making their investments and loans, plaintiffs relied on

erroneous representations concerning the financial condition of Steven F.
Christensen and the individual defendants, with an understanding that Steven F.
Christensen and the individual defendants 1 financial statements were based
substantially on the value of their stock ownership in CFS.
13.

Steven F. Christensen and the individual defendants breached

their duties owing to the plaintiffs in one or more of the following ways:
a.

By failing to exercise reasonable care in selecting and

supervising employees so as to prevent mismanagement and/or defalcations by
said employees.
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b.

By permitting the continuation of the operation of business

by CFS and certain of its subsidiaries and Projects after they were insolvent, or
inevitably approaching insolvency.
c.

By

failing

to

heed

warnings

of

mismanagement

or

defalcation on the part of employees and by failing to take action to adequately
protect assets of the corporation and funds of investors and lenders.
d.

By failing to exercise reasonable care in representing to

plaintiffs the actual uses to which plaintiffs' funds would be put.
e.

By failing to exercise reasonable care in representing to

plaintiffs the financial condition of the Projects, CFS, affiliates and subsidiaries
of CFS, Steven F. Christensen and/or the individual defendants.
f.

By failing to reasonably familiarize themselves with the

financial condition of CFS, its subsidiaries, its affiliates and the Projects, thereby
making and permitting the making of negligent misrepresentations to plaintiffs
upon which plaintiffs relied in making their above-referenced investments and
loans.
g.

By failing to reasonably maintain proper books and records

necessary to ascertain the true financial condition of CFS and the Projects.
h.

By failing to reasonably control and disclose losses in a

timely and effective manner.
i.

By negligently wasting and mismanaging the assets of CFS,

its subsidiaries and the Projects, which assets included the funds invested in or
loaned to the Projects by plaintiffs. Said waste and mismanagement included the
authorizations by Steven F. Christensen and the individual defendants of high risk
loans and expenditures of funds of the Projects for purposes beyond the scope,
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business purpose, and intent of the Projects as reflected in the Offering Circulars,
and making and authorizing the making of loans to the Projects, CFS, subsidiaries
or the Corporate Affiliates without security and in a manner not commercially
reasonable.
j.

By negligently breaching their duties of trust owing to

plaintiffs in failing to exercise good faith, loyalty and honesty.
14.

To the extent that some of the negligence and/or breach of

fiduciary duty described in the previous paragraph is attributable to defective
legal advice given by Warren A. Inouye and Craig Wentz, then the lawyers have
damaged the Plaintiffs.
15.

As a direct and proximate result of the negligence of Steven F.

Christensen and the individual defendants as described hereinabove, plaintiffs
have suffered losses of the above-referenced investments and/or loans in an
aggregate amount exceeding Five Million Dollars ($5,000,000.00), the precise
amount of which losses shall be determined at trial.
16.

By reason of the negligence of Steven F. Christensen and the

individual defendants, plaintiffs are entitled to have and recover from defendants
judgment in an aggregate amount exceeding Five Million Dollars ($5,000,000.00),
the precise amount to be proven at trial, plus costs, attorneys1 fees and interest as
permitted by law.
PRAYER FOR RELIEF
WHEREFORE, plaintiffs

each seek judgment

against

Steven

F.

Christensen and the individual defendants, jointly and severally, as follows:
1.

For the amount of funds invested in or loaned to CFS or the

Projects, and not recovered, by each plaintiff in an aggregate amount of over $5
million, the precise amount to be proven at trial.
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2.

For costs of suit, a reasonable attorneys' fee and interest as may

be awarded at law.
3.

For such other and further relief as the Court deems just and

equitable.
DATED thisg*/

day of September, 1990.
Gary N. Anderson
HILL YARD, ANDERSON &. OLSEN
175 East 100 North
Logan, Utah 84321

HANSEN JONES &JLETA

DaVid E. Leta, E^
50t West Broadway, Sixth Floor
Salt Lake City, Utah 84101
Attorneys for Plaintiff
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CERTIFICATE OF SERVICE
I hereby certify on this _j2£^;day

of September, 1990, I caused a true

and correct copy of the foregoing to be mailed, postage prepaid, to:
Paul S. Felt, Esq.
Enid Greene, Esq.
RAY, QUINNEY & NEBEKER
Attorneys for Defendants
79 South Main, #400
Salt Lake City, Utah 84111
Richard George, Esq.
Larry Goanos, Esq.
D'Amato & Lynch
70 Pine Street
New York, New York 10270-0010
William T. Thurman, Jr., Esq.
McKay, Burton & Thurman
1200 Kennecott Building
Salt Lake City, Utah 84133
Milo S. Marsden, Esq.
Marsden, Orton, Cahoon & Gottfredson
68 South Main, #500
Salt Lake City, Utah 84101
Earl Jay Peck, Esq.
Nielsen & Senior
1100 Eagle Gate Tower
60 E. South Temple
Salt Lake City, Utah 84111
V. Stanley Benf ell
U.S. Executive Center
201 North Union Street, #500
Alexandria, Virginia 22314
Estate of Steven F. Christensen
Mr. Mac Christensen
c/o Richard Bradley
180 Wright Brothers Drive
Salt Lake City, Utah 84116
Richard W. James
1137 Moyle Drive
Alpine, Utah 84004
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Thomas H. Moore, Jr.
1790 E. Otero Avenue
Littleton, Colorado 80122
J. Gary Sheets
540 North 450 West
Richfield, Utah 84701
Warren S. Inouye
4041 MacArthur Blvd., Suite 101
Newport Beach, California 92660
Craig Wentz
Christensen, Jensen & Powell
510 Clark Learning Building
175 So- West Temple
Salt Lake City, Utah 84101

//del/CFS4AmComp

-14-

